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Tne Federal Reserve System and 


The following is a slightly edited transcript of a round- 
table discussion sponsored by the University of Oregon 
Radio Forum Committee. The discussion was tape-recorded 
and is being released currently over a number of Oregon 
radio stations. 

Participants in the forum were: OLIVER P. WHEELER, 
vice-president of the Federal Reserve Bank of San Fran- 
cisco, in charge of its research and statistical activities: 
J. A. RANDALL, vice-president of the Federal Reserve Bank 
of San Francisco and manager of its Portland branch: 
Ropert CAMPBELL, assistant professor of economics, Uni- 
versity of Oregon: Eb. C. Ropstns. 
Jr., instructor in economics, Uni- 
versity of Oregon: and W. C. Bat- 
LAINE, professor of business ad- 
ministration, University of Oregon, 
who acted as moderator. 

BaLiAIne: Mr. Wheeler, almost 
everyone has heard of the Federal 
Reserve System, but the three of us 
who teach at the University can 
testify that not everyone knows 
much about it. Just what is the 
Federal Reserve System? 

WHee.Ler: The Federal Reserve 
System is composed of twelve Fed- 
eral Reserve Banks located in some 
of the larger cities throughout the 
country, one in each of twelve Federal Reserve Districts. 
There are thirty-six offices altogether. including twenty- 
four branches. At the head of the Federal System is the 
Board of Governors in Washington. 

BaLLAINE: How are the members of this Board selected ? 

WHEELER: They are appointed by the President and 
must be approved by the Senate. 

Roppins: Would you say, then. Mr. Wheeler. that the 
Federal Reserve System takes the place in the United States 
of a central bank such as the Bank of England or the Bank 
of Canada? 

WHEELER: Yes. 

BaLLAINE: That is. the Federal Reserve System reall, 
acts as a unit rather than being twelve separate and indi- 
vidual institutions? 

WHEELER: It acts as a unit. yet each of the twelve banks 
is a semi-autonomous institution, though the system is 
pretty well coordinated through the overall direction of 
the Board of Governors in Washington. 

SALLAINE: How is this tied up with commercial banks— 
the kind that we deal with every day? 

Wreerer: In the United States there are approximately 
14.000 banks. Of these, about 6.000 are members of the 
Federal Reserve System. All national banks are members 
of necessity. State banks may become members upon appli- 
cation. These member banks of the Federal Reserve Sys- 
tem hold between 65 and 90 per cent of the banking asseis 
of the country. 
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BALLAtNE: Now to get our discussion down to local level. 
Mr. Randall, you are in charge of the Portland branch of 
the Federal Reserve Bank of San Francisco. What does 
your branch do? 

RANDALL: The Twelfth Federal Reserve District com- 
prises the seven western states and consitutes one-four of 
the land area of the country. The district is served by the 
Federal Reserve Bank of San Francisco. with its head office 
in San Francisco, a branch in Los Angeles, one in Portland. 
one in Seattle. and one in Salt Lake City. The Portland 
branch serves the entire state of Oregon, the nine southern 
counties in Washington, and eleven 
counties in northern Idaho. We per- 
form here in our Portland branch 
all the functions that are performed 
by the Federal Reserve Bank of San 
Francisco at its head oflice. We 
make advances to our member 
banks, we collect checks for them. 
we make cash available to the bank- 
ing institutions tn our area. and we 
also perform all fiscal operations 
for the Treasury Department in our 
zone. 

CAMPBELL: Mr. Randail. do most 
of the banks in Oregon belong to 
the Federal Reserve System? 

RANDALL Yes, we have a very 
high percentage of the total banking assets in our zone 
represented in membership. 

BALLAINE: In what activities are most of the people en- 
gaged who work at the Portland branch? 

RANDALL: We have a total staff of 167 at this time. About 
50 of these are engaged in the check-collection operation. 
probably about 30 in the cash operation, and about 20 in 
the fiscal operations that we perform for the Treasury De- 
partment and other government agencies. 

saLrarye: Obviously we could spend a profitabie half 
hour on the Federal Reserve activities and services to the 
commercial banks of the state; but the context in which we 
usually read about the Federal Reserve System concerns 
its monetary policies and their relationship to economic 
fluctuations. Mr. Wheeler, what is “monetary policy”? 

Wueecer: I think we might understand that to embrace 
all actions taken by government to influence the quantity 
and use of money, and the volume, availability, and cost of 
credit. 

Rowpins: Just what type of credit do you have in mind, 
Mr. Wheeler? 

WreevLer: Pm thinking particularly of bank credit. 

BaLLaine: What is the relationship between money and 
credit in the way you are defining it? 

WHEELER: 
that money. 
loans. 
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Costs of Fringe Benefits’ in. 
Portland Area Surveyed 


By ROY J. SAMPSON and S. B. PRANGER 


Department of Business Administration, Pacific University 


“Fringe benefits” as the term is commonly used refers 
to an employer’s labor costs, over and above the regular 
payroli, for such items as overtime and premium pay, 
employee recreation programs, vacation pay, unemploy- 
ment insurance, F.O.A.B. payments, workmen’s compen- 
sation insurance, group health insurance and other costs 
of a health program. group life insurance, retirement plans, 
profit-sharing and other bonus plans, welfare funds. subsi- 
dized employee lunch rooms, and similar expenses. 

Workmen’s compensation. F.O.A.B., and unemploy- 
ment insurance costs are imposed upon employers by law. 
F.O.A.B. costs are scheduled by Federal law for periodic 
rises over the next twenty years. Workmen’s compensa- 
tion and unemployment insurance costs are determined 
under state laws. and pressures exist in many jurisdic- 
tions. including Oregon, for increases. 

The other named benefits are not required by law, but 
are often subjects for collective bargaining, and in many 
instances are required by union contract. The increasing 
importance and prevalence of such benefits. legally im- 
posed and otherwise, during recent years has given rise 
to an extensive literature, including both attempts to 
measure fringe benefits in terms of employer costs and 
attempts to show their economic impact. 

Surveys have been undertaken by various groups to 
show the growth and the total size of fringe-benefit pay- 
ments. how such payments are divided between particular 
tvpes of benefits. the average amount of benefit per worker 
and the percentage of added costs in particular industries 
and in the country as a whole, the influence of unionization 
on fringe costs, ete. 

In an endeavor to answer some of the questions regard- 
ing fringe benefits in this region, the Department of Busi- 
ness Administration at Pacific University recently under- 
took a study of fringe-benefit payments of manufacturing 
establishments in the Portland metropolitan area. Although 
collection and analysis of these data will continue ‘or some 
time, enough information has been developed for a pre- 
liminary report. 

From the Oregon State Bureau of Labor’s /ndustrial 
Directory and supplemental information from the Port- 
land and Vancouver Chambers of Commerce, a list of 195 
manufacturing establishments employing twenty or more 
persons was developed. Questionnaires covering fringe- 
benefit payments were sent to all these concerns: to date 
55 replies have been received, a return of approximately 28 


2 


per cent. Forty-four of these firms, or a little more than 
22.5 per cent of the total contacted, were able to furnish all 
information requested on the questionnaires; their replies 
form the basis for the present report. Information fur- 
nished covers either the 1954 calendar year or the latest 
twelve-month period. and does not reflect the increase in 
'.0.A.B. costs effective January 1, 1955. No conscious 
bias in the selection of firms entered this survey. and inso- 
far as the authors can determine the sample may be con- 
sidercd as representative of manufacturing establishments 
employing twenty or more workers in the Portland-Van- 
couver area. 

The 44 establishments considered reported an aggregate 
base annual payroll (that is, excluding fringe payments) of 
$25.200.508 and an aggregate average employment of 
6.157 workers. One-fourth of the establishments reporting 
employ 40 or less workers each, one-fourth employ from 41 
to 69, one-fourth employ from 70 to 130, and the top one- 
fourth range from 131 to well over 690 employees each. Of 
this top group, four concerns employ more than 500 per- 
sons each, and four others are in the above-250 bracket. 
The average number of employees per firm is 138, and the 
median firm employs 69 or 70 persons. 

Types of fringe-benefit payments reported by the 44 con- 
cerns, in order of prevalence, aside from legally required 
benefits and overtime pay, are as follows: 

Vumber of Companies 


Required to Pay by 
Union Contract 

Vacation pay . sevece 44 36 
Group health insurance 37 26 
Paid holidays - ; — 33 214 
Life insurance 25 13 
Health program (other than 

health insurance) ; wibeiniaia 9 4 
Retirement plans, bonuses, welfare 


Total Number of 


Type of Benefit Companies paying 


funds, & miscellaneous fringe bene- 

fits (or some combination of these) 11 2 

The aggregate cost of fringe benefits to these 44 estab- 
lishments for 1954, or their latest complete twelve-month 
period, was 34,182,067. This represented an average cost 
of fringe benefits per worker of $679, or an additional 
labor cost of approximately 16.6 per cent of the base pay- 
rolls of these concerns. As a percentage of base payroll, 
these fringe benefits have been broken down by types as 
follows: 


Percentage of 
Base Payroll 


1.2% 


Type of Benefit 

Legally required (F.O.4.B.. workmen's comp., unemployment) 
Vacation pay sitiiadaciaiataiieaaiealta ici atieatea 2.9 
Bonuses & welfare funds Oe ee eal 2.9 
Health insurance & other costs of health program —.. ental s 1.6 
Paid holidays ROE A RI " 1.6 
Overtime & premium pay OEE ee EER LTS 1.5 
Retirement plans ee Ne aE ae OI TT Te 1.2 
Life insurance saepebiiieidiiana ineniditiichiatadaaislasbidaaea 4 
Emplovee recreation programs spinsenanieninsidninain neebiuaiaipiihiaa 2 
Miscellaneous other fringe benefits...................... l 


Total percentage of base payroll 16.6% 


As can be seen from the above table. approximately 25.3 
per cent of the reported fringe-benefit payments were re- 
quired by law. Another 31.2 per cent of these payments 
were reported to be required by union contract, leaving 
only 43.5 per cent which could be discontinued or reduced 
by employers without violating either laws or union agree- 
ments. It must be kept in mind that several of the reporting 
firms have no union agreements whatever, while many have 
union contracts covering all, or almost all, of the various 
types of benefits. 
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It appears that in many instances lower wages are ac- 
companied by higher fringe benefits, or vice versa, and 
also that low fringe payments or no payments within some 
categories in a particular company is frequently counter- 
balanced by higher fringe payments under other categories. 


In the analysis of this reported information. no discern- 
ible relationship has been discovered between the size of 
reporting establishments and the percentage size of fringe- 
benefit payments, or between unionization (or the lack 
thereof) and the percentage size of benefits. It may be. of 
course, that competition for employees between large and 
small employers and between union and nonunion plants 
has resulted in a certain amount of standardization be- 
tween small and large and unionized and nonunionized con- 
cerns within particular industries. 

Considerable variance in the pattern of fringe-benefit 
payments is observable when the reporting establishments 
are classified according to type of product. A comparative 
breakdown of fringe costs in each of five classifications is 
shown below: 


Percentaze 


of payroll 


Average Annual Payment 
per Emplovee 


Number 

Type of Establishment of Firms 
Light manufacturing (including 

electrical and precision 

instruments) . dl 
Metal fabricators (mainly 

heavy manufacturing) 18 613 13.18 
Wood products 8 411 13.09 
3 
} 


$1,251 34.92% 


Food Processors 399 9.79 
Stone, clay & concrete products 356 7.67 


A national survey of 1953 fringe payments in manufac- 
turing establishments of over 500 employees, reported in 
Fringe Benefits 1953 (Economic Research Department. 
Chamber of Commerce of the United States, Washington. 
D.C., 1954), shows fringe payments as a percentage of pay- 
rolls for the country as a whole at 16.8 per cent. which is 
surprisingly near the 16.6 per cent reported above for the 
Portland area. However, some sharp differences between 
the local fringe pattern reported herein and the country- 
wide pattern appear. 

In the national sample, the type of establishment most 
nearly approaching the “light manufacturing” classifica- 
tion in the above table shows average fringe-benefit costs 
of 17 per cent of payroll. The corresponding reported na- 
tional figure for metal fabricators is 16 per cent, for wood 
products 14.3 per cent. for food processors 20 per cent. and 
for stone and clay products 15.8 per cent. If the figures are 
truly comparative, it appears that Portland area fringe 
costs as a percentage of payroll are slightly lower than the 
national average for wood products and metal fabricating 
industries. considerably lower for stone. clay .and concrete 
products and food processors. and considerably hizher for 
light manufactures. 

Some of the differences between the local and the na- 
tional surveys may be accounted for by different informa- 
tion-gathering techniques and by the sizes of the samples 
and the areas involved. The Portland survey, of course, 
covers a much larger percentage of area’s total manufac- 
turing firms than is true of the national survey. and the 
local study also includes plants of various sizes instead of 
restricting itself to the larger establishments. On the other 
hand, the total number of firms covered in the local survey 
is necessarily small. particularly in those industries where 
local and national percentage differences appear greatest. 
Other discrepancies may arise from slightly differing indus- 
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trial groupings; for example, the national study includes 
beverages and tobaccos within its food-processing group. 
Still other diflerences may be the result of regional pe- 
culiarities. such as highly seasonal employment in certain 
types of industries. 

The Chamber of Commerce in its national study found 
that fringe costs as a percentage of payroll are somewhat 
lower in western areas of the country than in the nation as 
a whole: on the basis of the limited local study described 
herein, that conclusion appears to be valid insofar as the 
Portland metropolitan area is concerned. 

It does not follow, however. that fringe costs per em- 
ployee are lower in the local area than in the nation as a 
whole. The average annual cost of fringe benefits per man- 
ufacturing employee reported in the 1953 national survey 
was 3667, as compared to $679 reported above for the 
Portland area. The difference arises from higher base pay- 
roll costs in the local area, which resulted in average annual 
payroll dollars (i.e.. base pay plus fringe payments re- 
ceived in cash) of 54.455 per employee during 1954 for the 
44, establishments considered in the Portland survey, as 
compared to payroll dollars per employee per year of only 
$3,970 for manufacturing establishments covered in the 
national survey. 





The Federal Reserve System 
And Our Economy 


(Continued from page 1) 


CAMPBELL: You mean by a demand deposit what we 
would ordinarily think of as a checking account? 

Wreecer: That's right. 

BALLAINE: Then, in our country, the checking account 
must be the most important form of money. 

WHEELER: I think it is. It is estimated that from 90 to 
95 per cent of business transactions measured in dollar 
amount is settled by check. 

BALLAINE: So that monetary policy, then, really relates 
to a considerable extent to volume of checking accounts? 

WHEELER: That’s right. 

Ronpins: The volume of checking accounts is. then. in 
some way controlled by the actions of the Federal Reserve 
System, or the monetary authorities that you mention? 

Winerer: Yes. to a very considerable extent. Checking 
accounts arise, let’s say, because of a loan made b, a bank. 
lf the bank has a large volume of deposits and also has a 
larger reserve than is required by law, it doesn’t hesitate to 
go ahead and make additional loans which create more 
checking accounts: Now, the Federal Reserve has the power 
to change reserve requirements and has power to do a 
great many things which influence the volume of banking 
reserves, and this is where it gets such grip as it may have 
on the economic situation in the country, 

JALLAINE: Is the Federal Reserve the only ageney thai 
makes monetary policy? 

WHereLer: From my point of view. for the most part 
monetary policy is made by the Federal Reserve System. 
There were times, of course, during the war when the Re- 
serve System was forced into a position of supporting gov- 
ernment securities when it would have preferred. let’s say. 
to kind of clamp down on credit a bit; but this support 
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necessarily increased the-volume of reserves in banks and 
we were ina position where we couldi't really control. 

Caseseitni: Would you say that to the extent that it does 
control the quantity of money. the Federal Reserve System 
is acting in response to the lecislation of Congress which 
ina sense really makes the fundamental decisions? In the 
example that you mentioned, the choice as to how the war 
was to be financed really was a decision made by Congress. 

WHeeLer: That's right. But we have to keep in mind that 
the Federal Reserve Act itself savs that the Federal Reserve 
system shall discharge its responsibilities with respect to 
supplying banks’ reserves with a view towards stabilizing 
the economic situation in the country. 

Rorsins: The act. thouch. is stated in such broad. gen- 
eral terms that it could be interpreted quite differently by 
different sets of Boards of Governors, could it not? 

WilEELEK: Yes, that is true. However, you remember 
we re talking about the economic situations; and the Board 
of Governors, as well as the reserve banks, have de: eloped 
stalls for the purpose of studying the economic situation 
and the measures which are used are fairly constant. 

CAMPBELL: Nevertheless, they do have some degree of 
discretion in arriving at their evaluation and the policies 
based on it? 

WiHeecer: That is right. 

BALLAINE: An important aspect of monetary policy re- 
lates to what is commonly called “easy” money and “tight” 
money. Just what do these terms mean? I would like to 
find some easy money. 

WHEELER: A lot of people think we are in an easy-money 
period now. Easy money may be taken to refer to interest 
rates or it may be taken to refer to the comparative ease 
with which you can obtain a loan. 

BALLAINE: You mean that bank standards may rise and 
fall? 

WHEELER: Yes, this is true. 

BALLAINE: So that easy money, then, is rate of interest— 

Wueever: And the facility with which you can negotiate 
a loan. 

toppins: You're talking here about an individual ap- 
proaching his commercial bank? 

WHEELER: Yes. 

BaLLAINE: Why is “easy” money important? What ef.- 
fect does easy money or tight money have? 

WHEELER: Suppose we take something which maybe 
could be regarded as a little bit academic, but really hasn't 
been. Let’s just think about a period when the economy is 
so busy that everybody and all plants and equipment are 
right up to the hilt with work. Let’s suppose that the Fed- 
eral Reserve System proceeds at such a time to lower the 
discount rate to | per cent and to buy a lot of government 
securities. thereby pumping reserves into the banking sys- 
tem and making banks willing and able to lend at low rates. 
What would be the effect of it? There would be more money 
in use. There would be more money available; but there 
wouldn't necessarily be any more goods to spend the money 
on and the result would be nothing but a price rise. Now, 
let's take another picture. Suppose we have a lot of people 
unemployed and a lot of plants not at work. Let's say that 
the Federal Reserve proceeds to give us some casy money, 
as we would say. This may, not necessarily, but it may en- 
courage people to go ahead and put their plant back to 
work and employ people. This would be constructive use 
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of easy money. Tight money is another story. Let’s suppose 
that the Federal Reserve System, through its constant study 


of the situation, may feel that we're approaching the point 
where we have everybody fully employed and decide that 
we re just going to let people know that addition of more 
money in the stream or more activity at a somewhat fever- 
ish level may result only in inflation. We tighten up a little 
hit. We make money a little less available perhaps by sclling 


some of our portfolio government securities on the open 
market and raising the discount rate. We may. even, under 
some circumstances, raise reserve requirements. This will 
have a tendency to choke off. This is a very positive action 
that lies within the power of the Federal Reserve System. 

BALLaAtnE: Then sometimes tight money may be good 
and most of the time probably bad. Easy money can be 
good at some times and bad at others. 

WureLerR: I would like to leave out “most of the time” 
in the first part of your statement and just say that it may 
be good or it may be bad, depending upon circumstances. 

Ropers: Certainly the action taken by the Federal Re- 
serve Board which seems to have the most effect is change 
in the reserve requirement of banks. Yet, I think I detected 
quite clearly in your last statement, Mr. Wheeler, a belief 
that this is a rather rare thing for the Federal Reserve to do 
and that it should be quite careful in using this power. 
Isn't it really your strongest weapon? 

WHEELER: Perhaps it is. At the same time this weapon 
strikes all banks in a given group equally, and it may well 
be that not all banks are in a position to meet the new re- 
quirements. Suppose we're raising requirements—it’s only 
on the up side that it has its less desirable effects—it might 
be better to take out reserves under some circumstances in 
a way which would leave the initiative or leave the distribu- 
tion of the burden up to the member banks of the country. 

CAMPBELL: You mentioned the rediscount rate. Just how 
does that affect the reserves of the banks and how might it 
perform this function you just mentioned of distributing 
the burden? 

WreeLer: The rediscount rate is the rate that the Re- 
serve Bank charges member banks when they borrow; if 
we want to make it easy for them to borrow, we lower the 
rate. The bank which needs reserves can come in and get 
them on its own initiative. 

SALLAINE: In general, then, easy money means an in- 
crease in the ability of borrowers to obtain funds from the 
bank and would tend to expand production and would 
probably lead to a rise in security prices? 

WHereLer: Now you tie in security prices. [t might very 
well. but it doesn’t necessarily mean that. 

RanpaLL: But more important would be to tend to in- 
crease employment opportunities. 

CamMPBELL: In either case. however, the mere fact that 
credit is being made available does not necessarily mean 
that it will be used. When the Federal Reserve makes credit 
available for the purpose of increasing reserves, it creates 
an environment favorable to the expansion of bank credit. 

Wheevcer: [think that’s right. 

Roruivs: This. then, is your problem: When you dis- 
cussed easy money you said that it related to an individual 
going to a commercial bank and his ability to get a loan; 
and yet, when you talk about the ways the Federal Reserve 
affects money supply, you talk about the effect of the Fed- 
eral Reserve on the commercial banks. This is one step re- 
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moved from the borrower. You have to get the Federal Re- 
serve Bank to take action which will cause the commercial 
bank to do something that will let the borrower find the 
easy money. You don’t work directly with the borrower. 

WHeecer: That's right. Mr. Robbins. 

BALLAINne: We have been talking about how the Federal 
Reserve acts to influence the quantity of money. You have 
mentioned a number of the tools: but you might just go 
over and list them again formally for us so that we know 
just how the Federal Reserve goes about affecting the 
money market. 

Wneetcer: I think the best way to get at that is just to 
outline very briefly what the instruments are that are in 
the hands of the Federal Reserve. The first instrument that 
Ill mention is the discount rate. As we said a moment azo. 
this is the rate the member banks pay when they borrow 
from the Reserve Bank. They borrow from the Reserve 
Bank only when they need to replenish their reserves. Their 
reserves, of course, are the amount of deposits they are re- 
quired by law to carry in the Reserve Bank in relation to 
the amount of their own demand deposits. They carry re- 
serves against time deposits also, but at a different rate. 

BALLAINE: If member banks borrow only when they have 
to, does the rate make much difference in their decisions? 

WHEELER: Yes. because short-term fluctuations in de- 
posit accounts vary the amount of their reserve require- 
ments and may cause the member banks to make short-term 
borrowings from the Federal Reserve to cover temporary 
reserve deficiences. The next instrument that I'll name is 
one we talked about a moment ago—adjusting reserve re- 
quirements. As I said, the law requires a certain amount of 
reserves in proportion to demand deposits and a fixed 
amount in proportion to time deposits. Within certain limits 
the Federal Reserve System has discretion as to how much 
these reserves must be. This is a kind of harsh measure 
which doesn’t equalize easily among all of the banks that 
may be effected by a given change. 

Rogpins: I suppose by that you mean that, if you took 
a situation such as you find here on the Pacific Coast where 
the population has increased more rapidly than that of 
most of the rest of the country, and compared it with the 
part of the country where the population is fairly stable, 
you might find that the banks here should be expanding 
more rapidly. If you change the reserve requirements. 
would it necessarily affect the banks in Oregon in the same 
ratio that it would the banks in the other parts of the coun- 
try? 

Wueecer: Yes, this might be a penalty in a sense against 
a hank adjusting to the normal shift of population and in- 
dustry. Of course, there is another element that enters into 
that and that is capital structure of banks. I don’t think we 
ought to go into it now. 

BaLLAINe: That is quite a subject in itself. The tools are 
the discount rate and the change in the reserve require- 
ments, and what else? 

Wueecer: The open market, which we perhaps should 
elaborate on for a moment now. It is simply the authority 
which is given to the Federal Reserve System to purchase 
or sell government securities. This is done through the Fed- 
eral Reserve Open Market Committee, which is composed 
of all members of the Board of Governors and five of the 
presidents of the Reserve banks. The president of the Fed- 
eral Reserve Bank in New York is a member of this com- 
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mittee constantly; the remaining four Reserve Bank presi- 
dent memberships rotate around among the other reserve 
banks. This operation, as I said. is simply the purchase or 
sale of securities on the open market—and they must be 
government securities. When the Federal Reserve System 
buys securities in the open market, it pays out cash in the 
form of checks on the System. This check goes to some par- 
ticular bank or some other agency, but the only way it can 
be cashed is to put it back into the Reserve Bank and this 
builds up reserves. A sale of government securities out of 
our portfolio has the opposite effect. In other words, it re- 
duces bank reserves. 

Camppewr: Mr. Randall. does Federal Reserve monetary 
policy affect the decisions of bankers here in Oregon in 
making loans? 

RanpALL: Yes. I would say very definitely that it does. 
During a period when the System is following a policy of 
restraint by withdrawing reserves from the bank through 
the sale of government securities in the open market, banks 
in Oregon do not have the reserves that they might other- 
wise have: and. therefore, their ability to loan to customers 
is less than it otherwise would be. During periods when the 
System may be following an easy-money policy, banks have 
ample reserves and, in addition to that, they have reason- 
able assurance that there will be adequate reserves pro- 
vided in the future to meet the legitimate credit needs of 
the area. 

BaLLAINE: What we're talking about isn’t something that 
just happens to New York banks and not to banks here in 
our own state? 

RANDALL: It follows pretty generally that all banks are 
affected in other states and in Oregon equally. 

BaLLAINE: We have touched on the way that monetary 
policies tie into economic stabilization. To explore the 
topic a little more, under what conditions will the Board 
of Governors decide that there should be more money. Mr. 
Wheeler? 

WHEELER: This rests primarily on economic analysis of 
what is going on in the economy; some of the important 
factors might be employment, production, and the pace at 
which business generally is being conducted. You asked 
whether there ought to be more money. Let’s go back into 
the days of the great depression. We didn’t hesitate to keep 
hank reserves well over the required amount, in order to 
have the banks well supplied with excess reserves to en- 
courage them to lend. It didn’t necessarily mean ihat they 
would do it. however. 

BaLLAINeE: If they had excess reserves, why didn’t they 
expand their loans? 

Wreecer: That would depend to a very large extent 
upon the decisions made by individual bankers as to what 
their expectations were. 

BaLLaINe: Also, probably on the decisions of the bor- 
rowers ? 

WHEELER: Yes. 

BALLAINE: Then, on the other side, what does the Board 
of Governors base their decisions on when money is made 
tieht? 

WHeEELER: This is a thing which also requires Very care- 
ful analysis because it is in this area that the Federal Re- 
serve System can be really effective. HP we want to tighten 
up. we can tighten up sufficiently to have a very pronounced 
effect Or the CCONOTEYS and sO aueanint we look to how busy the 
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economy as a whole is. We try to get this information as ob- 
jectively as we can and to base our decisions on it. 

BALLAINE: That is the result to a very large extent of a 
research staff at Washington and in the twelve individual 
banks? 

WHEELER: | should say that they have a good deal to do 
with it: but. of course. the ultimate decision rests with the 
policy makers—the members of the Board of Governors 
and the top management of the Reserve Banks. 

Rospins: Mr. Wheeler, you've been discussing this in 
terms which sound to me very much like those an academic 
economist would use in explaining what the Federal Re- 
serve ought to do. Is it not true that in the last ten to fifteen 
years you have also had to take into account the govern- 
ment bond market in making your decisions? Not only are 
the things you mentioned—prices. employment, and pro- 
duction—important but also the prices of government 
bonds when you take into account the size of our national 
debt. 

Wuee.er: I think you’re trying to put me on the spot a 
little bit; the only thing I can say is that you're quite right. 
During the war we had no choice but to go along and see 
to it that the government was financed and financed prop- 
erly. Perhaps we were a little slow after the war in re- 
asserting our independence. That is a question that | won't 
attempt to answer one way or the other. But I will say that. 
with the agreement between us and the Treasury made in 
March 1951, we re-asserted our independence of the Fed- 
eral government and its financial problems—not com- 
pletely, because this is of course impossible, but at any 
rate we stepped back into the role of an independent 
agency. 

BALLAINeE: The stock market had a very bad day right at 
the beginning of 1955, and the Federal Reserve authorities 
got the blame. What did they do to cause this decline? 

Wherever: What are you trying to do to me? Actually, 
of course. the Federal Reserve System had its ear to the 
ground and was trying very hard to keep track of what 
was going on in the economy, and maybe it was felt that 
things were getting a little too exuberant in this particular 
spot; so we raised the margin requirements ten points. from 
50 per cent to 60 per cent. By doing that, we made it neces- 
sary for those who bought stocks from brokers and bor- 
rowed from brokers to put up $10.00 more on every 
$100.00 of stock that they bought. 

RANDALL: But probably more important is the psycho- 
logical effect. 

WHEELER: That is undoubtedly the case. 

CAMPBELL: It’s certainly true that the market did tend 
to recover somewhat after the first drop, so that the shock 
was nol as great as it might otherwise have been. 

BALLAINE: This is quite a different form of Federal Re- 
serve control than what we have previously been talking 
about. 

WHEELER: Its one of our so-called selective controls 
which we have not discussed. 

BALLAINE: You also have had control over real-estate 
contracts, real-estate loans, and installment contracts, have 
you not? 

WHeever: That is right. 

BALLAINE: Our time has run out, so we will have to omit 
a number of aspects of Federal Reserve policy from this 
discussion. 
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Consumer Finances Surveyed 


By Federal Reserve System 


Preliminary findings of the Tenth Annual Survey of 
Consumer Finances have been announced in the March 
1955 issue of the Federal Reserve Bulletin. These surveys 
are conducted by the Board of Governors of the Federal 
Reserve System in cooperation with the Survey Research 
Center of the University of Michigan. Field interviews 
taken in January and February covering a representative 
sample of the consumer population obtain information on 
consumers’ financial positions, views about their own and 
general economic prospects. and their current plans for 
purchasing durable goods and houses during the coming 
year. 

In interpreting survey findings. allowance needs to be 
made for sampling and response variations which are in- 
herent in this type of sample survey. Generally speaking. 
this means that undue importance should not be attached 
to small changes in the figures or to data which relate to 
only small proportions of the population. Account also 
should be taken of the fact that consumer spending and 
saving during any year are aflected by many influences and 
economic developments. as well as by consumers’ financial 
positions, outlook, and buying plans at the beginning of the 
year. For example. actual purchases are conditioned by 
changes in prices, product design, credit availability. em- 
ployment. and incomes. 

Preliminary results of the 1955 survey indicate that con- 
sumers view their current financial situation a little more 
favorably than a year ago. and about as favorably as in 
early 1953. They appear to be more optimistic than a year 
ago about their own income prospects and the general 
business outlook. Consumer plans to buy automobiles with- 
in the year are not greatly different from those in early 
1954. Plans to buy furniture and appliances and to make 
home improvements this year are reported by somewhat 
larger proportions of consumers than a year ago. Con- 
sumer plans to buy new and existing houses are reported 
more frequently than a year ago and slightly more fre- 
quently than in early 1953. 

The proportion of consumers feeling financially better 
off than a year ago is slightly larger now than it was in early 
1954; the proportion feeling worse off is slightly smaller 
The pattern ef income distribution was virtually the sam. 
in 1954 as in 1953. The proportion of consumers reporting 
larger incomes currently than a year ago is slightly smaller 
this year, while the proportion making less is the same as 
in early 1954. The distribution of liquid asset holdings is 
about the same as a year ago. although there is some in- 
crease in the proportion of consumers reporting little or 
no liquid assets, 

Consumers are more optimistic concerning their pros- 
pective incomes than they were in early 195+ when indus- 
trial activity was close to its recession low. The percentage 
of spending units expecting increases in income is much 
larger than it was a year ago or two years ago. and the per- 
centage expecting decreases is much smaller. These favor- 
able income expectations appear to be shared by all income 
and occupational groups. Consumer expectations regarding 
general business prospects are also much more favorable 
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than they were at this time last year. Three-fifths of the 
consumers expect good times during the year as compared 
with two-fifths in early 1954. 

Consumers apparently plan to spend somewhat more for 
automobiles this year than they planned to spend a year 
ago. The proportion of consumers planning to buy new 
cars is about the same as it was early last year, but the 
median amount of expenditure indicated is larger. The 
proportion of consumers planning to buy used cars is 
slightly larger than reported a year ago and the median 
planned expenditure is also larger. Prospective buyers of 
new cars are inclined to time a larger part of their pur- 
cases in the first half of the year than was the case a year 
ago. 

More consumers are planning to buy furniture and ap- 
pliances than a year ago, but fewer than in early 1953. The 
median planned expenditure on all major household dur- 
able goods is about the same as in each of the past two 
years. Consumer plans for home improvements and main- 
tenance are reported somewhat more frequently than in 
the past two years. As in early 1954, about one-third of the 
consumers planning such expenditures expect to spend 
$500 or more. 

Plans to buy or build nonfarm houses are more numer- 
ous this year than they were in early 1954 and slightly 
more numerous than in early 1953. The increase from early 
1954 is almost entirely accounted for by veterans. In- 
creased availability of mortgage credit to veterans and 
other buyers on attractive terms is apparently an important 
factor in the increased interest expressed in home buying. 
The number of consumers who are giving some considera- 
tion to buying or building a house in 1956 is about the 
same as the number with longer range plans in the three 
preceding surveys. This finding provides some indication 
of continued strength in housing demand in the period be- 


yond 1955. 





STUDENTS AWARDED SCHOLARSHIPS 


Robert E. Dodge, assistant professor of business admin- 
istration, announces that he has been informed by Dean 
Charles M. Edwards of the New York University School of 
Retailing that two University of Oregon students. Gary L. 
Jones and John R. Watson, have been granted full tuition 
scholarships amounting to $750. In addition to this, they 
will receive regular scholarships. which are awarded on 
the basis of work which they will do during a year toward 
a Master of Science degree in retailing at the University of 
New York School of Retailing. 

It is an unusual honor for two students from one institu- 
tion to receive these scholarships, since only twelve such 
awards are granted in the entire United States. The board 
that awarded them stated that they were made in recogni- 
tion of unusual ability. 

The New York University School of Retailing is the 
largest school of its kind in the United States. The School 
of Business Administration at the University of Oregon 
has been fortunate through the years in the large number 
of applicants who have received awards. Well over a hun- 
dred graduates of the University of Oregon have attended 
the New York University School of Retailing during past 
years. 


April 1955 


OREGON BANK DEPOSITS, 
DECEMBER 31, 1954 


The Bureau of Business Research has collected Decem- 
ber 31, 1954 deposit figures for Oregon banks (exclusive 
of interbank deposits). The figures for state banks were 
provided by the State Supervisor of Banking, the figures 
for national banks by individual banks. The deposits by 
county are shown below: 


Amount 
15,201,571.12 
28,705,658.08 
50,642,613.73 
29,621.004.19 
17,119,767.89 
48,198,517.69 

8,955,767.08 
7.928,247.80 
21,069,471.86 
56,957 ,655.60 
4,824,900.30 
6.571,294.12 
6,570.839.20 
12,476,640.87 
57,527,309.60 
4,653,794.75 
24,933,658.02 
35,970,786.93 
8,172,722.84 
119,121,311.05 
15,258,229.06 
45,701,738.79 
19,169,337.80 
107,171.879.418 
7,111,615.99 
883,016,231.28 
10,629,750.71 
2,757,275.81 
17,760,474.38 
43,632,094.72 
15,889,371.54 
6,105,197.03 
30,086,616.64 
41,433,122.19 
2,593,576.75 
29,776,642.57 


County 
Baker 
Benton 
Clackamas 
Clatsop 
Columbia 
Coos 
Crook 
Curry 
Deschutes 
Douglas 
Gilliam 
Grant 
Harney 
Hood River 
Jackson 
Jefferson 
Josephine 
Klamath 
Lake 

Lane 
Lincoln 
Linn 
Malheur 
Marion 
Morrow 
Multnomah 
Polk 
Sherman 
Tillamook 
Umatilla 
Union 
Wallowa 
Wasco 
Washington _. 
Wheeler 
Yamhill 


Total $1,846,337,720.79 





CURRENT BUSINESS TRENDS IN OREGON 


Department-Store Sales. The only retail-sales indicator for 
Oregon is the sales of department stores in the Portland area. as 
reported by the Federal Reserve Bank of San Francisco. The most 
recent percentage cuanges in dollar sales volume, compared to the 
same period last year, for Portland and other Pacific Coast cities 
are shown below: 

Weck Ending 
Apr. 9, 1955 


4 Weeks Ending Calendar Year to 
Apr. 9%, 1955 Apr. ¥, 1955 

Portland ; +9 + : - § 

Los Angeles ; — +11 . 1: -] 

San Francisco-Oakland +17 “i . 

Seattle +17 rf l 

United States . +8 - 9 


Lumber. Output of the Douglas-fir mills in the Pacifie North- 
west was somewhat lower during March 1955 than it was in February 
1955 or in Mareh 1954. Orders exceeded production but not by as 
large a margin as a year ago. The latest statistical information for 
the industry, as compiled by the West Coast Lumbermen’s Associa- 
tion, follows (all figures in thousands of feet, board measure) : 


Mar. 1955 
194,670 
198,255 
795.525 


998 OSS 


Feb. 1955 
203.794 
184.634 
812.853 

1,031,907 


Mar. 1954 
215,198 
9 OD 
BO5 322 

l 052.668 
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Average weekly production 
Avera 
Unfilled orders, end of the month 


rr wee hly orders 


Lumber inventory, end of the month 





CURRENT BUSINESS TRENDS IN OREGON 


by the Bureau of Business Research from data supplied by the Ore- 
gon Unemployment Compensation Commission. The most recent 
reading covers the month of February 1955. (No adjustment for 
seasonal variation has been made. 1951=-100.) 


Employment. The number of nonagricultural workers employed 
in Oregon increased 0.7 per cent (3,200) between mid-February and 
mid-March 1955. The slight increase was scattered over nearly all 
categories, the largest gain being in retail trade (1,100). The only 
sizable decrease was in logging and sawmill operation (1,300). 
The overall increase between mid-February and mid-March 1954 
was 1.3 per cent, slightly higher than this year’s increase. Employ- 
ment this March was 1.5 per cent higher than in March a year ago. 
More detailed information supplied by the Oregon State Unemploy- 
ment Compensation Commission follows: 

Mar. Feb. 


Lumber and wood products anerer —-. 44,900 75,900 
Food and kindred products sine 12,700 12,700 
Other manufacturing ' 41,200 40,700 


1954 
Jan. 78.0 
Feb. 79.1 
Mar. £2.8 
Apr. 86.8 Oct. 99.1 
May 90.4 ; Nov. 95.4 
June 92.2 Dec. . 90.4 
Mar. 1954 : 
73.000 Business Failures. Dun and Bradstreet’s series showing com- 


12,9000 mercial failures is frequently considered an indicator of business 
41,400 health. Figures for Oregon are given below: 


7,300 


1955 


July 76.2 
a 88.5 
Sept. — § 


1955 1955 


Total manufacturing 128,44 400 129,300 1954 
Liahilities 

Jan. 9 = 219,000 8 

Feb. 986,000 2 76,000 

Mar. 1,332,000 8 157,000 

Apr. 168,000 a — 

May 652.000 

June 316,000 

July 392 000 

Aug. 25,000 

Sept. 113,000 


1955 
Liabilities 
$160,000 


Number Number 


19,300 
75,400 
74,900 
112,000 
311 600 
440,000 


18,500 19,100 
74,300 75,200 
74,400 71,500 
140,300 140,600 
307 500 306,100 
436,800 433,700 


Contract construction 
Retail trade 
Government 

Other nonmanufacturing 


— —~ 
— 


UI Wo ts ee 1S OO es 


Total nonmanufacturing 
Total nonagricultural employme nt 


Index of Man Hours in Manufacturing. One of the best indi- 
cators showing changes in manufacturing activity is the man hours 9. 403,000 
of industrial production workers. These figures apply only to per- Nov. 38,000 
sonnel engaged in direct manufacturing activities; sales, office, and — Dee- 245,000 
general administrative employees are excluded. The index is derived 
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BANK DEBITS 


Bank debits represent the dollar value of checks drawn against the deposit accounts of individuals and business firms. 
current business activity, although their value for this purpose may be impaired by the inclusion of larze checks arising out of transfers of funds or the purchase of certain 
types of capital assets that do not constitute “‘business activity." The Bureau of Business Research collects bank debits from 148 banks and branches monthly. 


Bank debits are regarded as good indicators of 


Mar. 1955 
Compared with 
Feb. 1955 Mar. 1954 
+15.4 +10.6 
+-18.9 +12.6 

+ 1.0 


Number of 
Banks 
Reporting 


Debits Debits 
Feb. 1955 Mar. 1954 


£1,215,5860,057 $1,268.082,472 
821,287 ,087 
97 380,091 


Debits 
Mar. 1955 


$1,492,476,587 


924,552,915 


Marketing Districts 
Oregon ... 


Portland (Portland, Hillsboro, anata: City, 
Lower Willamette Valley (Salem, 


777 477,765 


93.337 639 


etc.) sicieicleinahdiabiaiadiitielei teas 
MeMinnville, ete.) detinnieids . ; 91,309,783 


Upper Willamette Valley (Albany, Corvallis, Eugene, etc.) 


North Oregon Coast (Astoria, Tillamook, etc.) 
Douglas, Coos Bay 


Southern Oregon (Ashlend, Medford, Grants Pass) 


Upper Columbia River (The Dalles, Hood River, etc.) 


Pendleton area 
Central Oregon (Bend, Prineville, 
Klamath Falls, Lakeview area 


Redmond) 


133.599.6088 
21,946,774 
36,128,120 
55,972,238 


24,132,890 


21,228,530 
25,910,762 
25,820,113 
21,116,167 


117 .863.377 
19,668,688 
32,170,203 
19.694,653 
25,057 .901 
20,918,810 
21,471,696 
23,618,729 
20.881 .806 


116,037,764 
23,.988.885 
35.035,008 
50 039,914 
20.987 .089 
21.880.576 
20,532.19] 
25.102,125 
20,155.27] 


+13.4 
+11.6 
4+-12.3 
+12. 
+ 4. 
+ | 
4-20 


~ 
- 


m= to oO Ul =) 


Baker, La Grande area 
Burns, Ontario, Nyssa 


Vein wv 


Nw 


17,728,307 15,388,760 15,658,471 


BUILDING PERMITS 


Building permits give an indication of building operations planned rather than actual construction under way. Care taken in interpreting these data to allow 
for the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Business Research. 


must be 


Additions, 
Alternations 
& Repairs 
Var. 1955 


New Non - 
residentiags 


New 
Residential 
Mar. 1955 Mar. 1955 


Albany . : a - $ 26,000 $ 90,000 $ 6,100 & 
Astoria 2.019 300 15.210 

Baker 22,700 1.000 5.500 

Bend 10,000 62,635 21.518 

Coos Bay 22.000 62,800 95 

Corvallis 162,700 31,500 5,995 

Eugene 94,500 321.550 675 $77 725 
Forest Grove 23,000 5.850 38.850 4 600 36.002 
Grants Pass 83.300 1,100 20.785 105.485 7 000 WS 
Klamath Falls 11.000 » OOO 23.300 60,300 57.510 3 O55 
La Grande 29,000 . 180 3U.480 650 55.04 
Medford 195,700 W365 32,325 278,390 315,115 9.273 
Milton-Freewater 15,000 £950 21.950 3.750 5 500 
North Bend 6.150 3,205 67 759 7.993 2 908 
Oregon City 12.000 201 105,20) 5.050 37.700 
Pendleton 1,150 31.017 39.7607 5.500 SUS. 404 
Portland £819,900 958,275 O10 1,562,215 8S 015 7 O10 
Roseburg , : as ; 53,000 530.585 42.200 631,785 ow 20.285 
Springfield eceeaa 19,710 8.000 000 76,710 111.100 “IT O24 
The Dalles 34,803 2,100 7.385 14,2658 ed be BLL B72 
24 other communities 573,620 695,713 1.361.915 812.005 OT] 


T otals Totais 
Fel. 1955 Mar. 1954 
173.900 S 67.500 
18.908 14.529 
8.500 34.4 


Totals 
Var. 1955 
122,100 $ 
7009 
32.200 
124,153 76.965 136,807 
89.195 870 11.210 
209.195 5.025 52.035 
523,918 7 600 


58,424 
19.000 
7.000 


Totals $3,357,106 2.691.503 £8,492 .255 7.701.103 58.952 BO1 
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